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TO OUR SHAREHOLDERS: 

The year 1974 was an unusual 
period for both Kellogg Company 
and the food industry. Patterns of 
consumer demand, costs and prices 
historically have followed relative¬ 
ly predictable trends. Worldwide 
economic uncertainty, commodity 
shortages and soaring raw material 
costs have, however, resulted in 
significant complications in this 
normally stable environment. 

Taking into account both the 
uncertain business environment 
and the historic growth pattern of 
Kellogg Company, our 1974 results 
were most gratifying. Consolidated 
net sales reached $1,009,818,341, an 
increase of 22% over 1973. The 
achievement of one billion dollars in 
net sales is an important milestone 
and represents many solid accom¬ 
plishments during 1974, but must 
be qualified in light of the sharp 
inflationary pressures evident 
throughout this period. 

Net earnings reached $72,031,156, 
a gain of 11% over 1973. Earnings 
per common share amounted to 98 
cents, an increase of 9 cents over 
last year. 

Dividends paid to holders of 
common shares were increased by 5 
cents per share in 1974 and totaled 
59 cents per share for the year. This 
marked the eighteenth consecutive 
year that dividends have been 
increased. 

In reviewing the developments of 
1974, the inflation of raw material 
costs must be highlighted as the 
most significant factor which has 
affected our business. Corn, sugar, 
paper stock and a host of other 
required materials rapidly increased 
in cost. Suppliers were faced with 
demand beyond their capacity. There 
have been disappointments in 
domestic crop production, and 


worldwide shortages of basic food¬ 
stuffs have led to intense competi¬ 
tion for available supplies. In spite 
of these difficulties, the Company 
was able to obtain virtually all of its 
requirements, and manufacturing 
activities experienced minimal 
disruption during the year. 

Consumer demand continued to 
grow in nearly every category in 
which the Company competes. 
Some shifting in product mix 
occurred, reflecting the efforts of 
consumers to cope with inflationary 
pressures. The broad range of prod¬ 
ucts offered by Kellogg Company 
appears to encompass many of 
these changing buying patterns; 
thus overall demand remained strong. 

The volume growth experienced 
in recent years has strained the pro¬ 
duction capacity of the Company in 
numerous plant locations around 
the world. Capital expenditures 
were increased sharply during 1974 
and totaled $58,528,486. This was 
66% above the 1973 amount, which 



was our previous record high. 
Additions to fixed assets in 1975 are 
expected to be roughly equal to the 
1974 level. 

The need to provide funds for 
investment in facilities has been 
complicated by inflationary pres¬ 
sures. The cost to build and equip 
plants has increased at a staggering 
rate. Interest rates have been at 
record levels. Raw material prices 
and shortages have required 
significant increases in our inventory 
investment, and total working 
capital requirements have reduced 


substantially the amount of cash 
reserved for capital spending. 

We believe that one of the 
remarkable achievements of 1974 has 
been the ability to cope with these 
investment needs without incurring 
substantial amounts of debt, parti¬ 
cularly at currently prevailing 
interest rates. While some borrowing 
may be required during 1975, the 
Company will continue to keep its 
debt position conservative in 
financing internal expansion projects. 

The year 1974 was a period of 
testing for our management. The 
pace at which we have had to move, 
and the degree to which we have 
had to adapt to change, provided 
new challenges to management at 
all levels of the Company. The 
experience provided management 
seasoning and better prepares the 
Company to cope with the intense 
competition and economic 
uncertainties that lie ahead. 

Taking all factors into account, 
we feel the past year has been one 
of significant progress for Kellogg 
Company. Sales and earnings set 
new records, marking the twenty- 
third consecutive year of sales and 
earnings growth. Our management 
has adjusted successfully to a 
changing environment. 

Looking to the future, we recognize 
two major challenges. We must 
move aggressively with programs 
designed to enhance the growth and 
profitability of the Company, and 
we must temper our aggressiveness 
with a realistic appraisal of the 
uncertain economic climate. As we 
weigh these factors, our outlook 
remains decidedly optimistic. We 
are confident that 1975 will be a 
year of continued sales and earnings 
growth and that the years beyond 
hold even greater promise. 

We submit this Annual Report 
to our shareholders on behalf of the 
Board of Directors, management 
and employees of Kellogg Company, 
all of whom have contributed their 
efforts and support in making 1974 
a successful year. 

Sincerely, 

?* 

President 

Battle Creek, Michigan 
March 3, 1975 





FINANCIAL HIGHLIGHTS 

Net Sales . 

Net Earnings. 

Per Common Share. 

Dividends. 

Per Common Share. 

Additions to Properties . 


1974 1973 Increase 


$1,009,818,341 $828,408,328 22% 

$ 72,031,156 $ 65,046,984 11% 

$ .98 $ .89 


$ 43,494,001 $ 39,509,217 10% 

$ .59 $ .54 

$ 58,528,486 $ 35,312,286 66% 
















1974 OPERATIONS 


Scope of Activities 
Kellogg Company is engaged in the 
manufacture and marketing of food 
products. For the most part, the 
products of the Company are 
designed for human consumption. 
Primary activities involve the 
processing, packaging and distri¬ 
bution of these products. Notable 
among them are ready-to-eat cereals, 
toaster pastries, frozen waffles, 
soups, dessert mixes, tea and other 
convenience foods. Kellogg Company 
manufactures and markets consumer 
products throughout the free world. 

Marketing 

Of greatest significance to the 
marketing activities of Kellogg 
Company has been the continued 
growth in demand for its traditional 
product lines occurring over the 
past three years. This pattern has 
been evident in both the domestic 
and overseas markets. 

Considerable time and attention 
were directed to maximizing the 
sale of existing products and 
assuring sound customer service in 
a period of tightened supply. This 
is not intended to suggest that new 
marketing opportunities were 
ignored. A total of 34 product 
introductions were recorded through¬ 
out our worldwide marketing 
organization. This figure includes 
a number of products totally new to 
our Company, as well as existing 


products launched into new market 
areas. Some of these products are 
pictured below. 

Research and development efforts 
have brought a number of new 
products into readiness. We 
anticipate market testing to occur 
during 1975. In an environment 
where consumers' food budgets are 
being stretched, we are uncertain 
whether new trial and experi¬ 
mentation will occur as it has in the 
past. Nevertheless, we are eager to 
proceed and will pace our 
aggressiveness in keeping with 
consumer receptivity. 

A basic thrust of the Company's 
advertising and promotion was 
designed to further consumer 
knowledge regarding the nutritional 
worth of Kellogg products. Your 
management remains convinced 
that our products continue to offer 
exceptional nutritional value, and 
we believe that the consuming 
public seeks reassurance with 
regard to the products they purchase. 

Advertising and promotion were 
also directed toward nutrition in a 
broadened public service program. 
Kellogg Company has achieved an 
important place in the breakfast diet 
in many parts of the world and 
views this position as an important 
responsibility. Accordingly, efforts 
were expanded to air television 
messages to children, solely devoted 
to stressing the importance of a 
complete breakfast. This concept, 
introduced last year in the United 
States, now extends to other 


important Kellogg markets in 
Canada and Australia. A major 
promotion during 1974 encouraged 
U.S. youngsters to "stick up for 
breakfast" — a meaningful theme 
when one considers that 8% of the 
nation's school-age children start 
their day with no breakfast. 

A new venture program in the 
family restaurant business was 
launched in Australia in 1971. To 
date, 16 restaurants have been 
opened, three of which were added 
in 1974. Valuable experience has 
been gained during the past three 
years and our confidence continues 
to grow in this new field. 

Manufacturing 

To keep pace with the growth in 
demand, significant investment in 
new facilities has been undertaken. 
Major areas of investment include 
the following: 

• A warehouse addition at the 
Battle Creek Plant to improve 
customer service capability. 

• A new cereal processing line at 
our Memphis Plant. 

• Major additions to the 
manufacturing and warehouse 
facilities at Omaha. 

• Building addition at Battle Creek 
to house corporate development 
activities and provide needed 
office space. 

• Initial preparation for construction 
of a new plant at Lancaster, 
Pennsylvania. 


Sweden Canada Brazil 





y 








• Building and equipping of a new 
rice cereal processing unit at 
London, Ontario. 

• Completion of a new office 
complex at Toronto, Ontario. 

• Major warehouse expansion at 
Manchester, England. 

• Addition of a Special K processing 
unit at the Bremen Plant in 
Germany. 

• Expanded bulk storage facilities at 
the Svendborg, Denmark, plant site. 

• Expansion of manufacturing 
space and additions of new 
processing equipment at various 
locations throughout Latin 
America. 

Major effort was required through¬ 
out 1974 to cope with rapidly rising 
costs and shortages of raw material 
and energy. Employees at all levels 
contributed ideas and personal efforts 
which are far too numerous to 
document. Changes to formulations 
and processing techniques resulted 
in conservation and savings which 
provided substantial improvements 
during 1974 and will yield positive 
benefits in the years to come. 

A continuing program to review 
all phases of our business in terms of 
long-range profit potential prompted 
the discontinuation of the Fearn 
International snack foods operation. 
While this relatively small regional 
operation is not significant in an 
accounting sense, the decision does 
enable more concentrated attention 
on projects that hold greater growth 
and profit potential. 


Distribution of Sales Dollar 1974 



Materials 
and Services 
65( 


\A/a%es, 
Salaries and 
Benefits 19( 


Taxes 7t 


Dividends 4( 
Retained in Business 


Depreciation 


Management and 
Organization Changes 

Our long-time Director and friend, 
Dr. Emory W. Morris, died July 6, 
1974. Dr. Morris served as a Director 
of Kellogg Company continuously 
from 1941. At the time of his death, 
he was Chairman of the W. K. 
Kellogg Foundation and his career 
with that organization spanned a 
period of 40 years. Though saddened 
by the death of Dr. Morris, it has 
been our good fortune to have 
received the wise counsel, warm 


concern and inspiration he so willingly 
offered during his many years of 
association with Kellogg Company. 

On July 15,1974, Dr. Russell G. 
Mawby was elected to the Board of 
Directors. Dr. Mawby is President 
of the W. K. Kellogg Foundation 
and has been associated with the 
Foundation for the past ten years. 

Since the acquisition of Salada 
Foods Ltd. of Canada in 1969, the 
Salada and Kellogg organizations in 
that country have worked toward a 
merger designed to improve operating 
efficiency. Steps were taken during 
1974 to legally join the two companies. 


Germany 



Japan 


United States 












FINANCIAL REVIEW 


Sales 

Net sales for the year 1974 reached 
$1,009,818,341, an increase of 
$181,410,013 over 1973. This is a 
record level of sales for the Company, 
representing an increase of 22% over 
last year's record achievement. Sales 
from operations outside North America 
totaled $251,737,000, a gain of 25%. 

Sales growth is attributed in part to 
higher volumes attained by a number 
of products in various geographic 
areas, but the passthrough of increased 
raw material costs was a major 
contributing factor. 

Earnings 

Consolidated net earnings reached 
$72,031,156, a gain of $6,984,172, or 
11% over 1973. This was the highest 
level of earnings reported in the 
Company's history. Earnings growth 
during the year came primarily from 
improvements contributed by North 
American operations. 

Earnings per common share 
amounted to 98 cents on an average of 
73,508,962 shares outstanding during 
1974. This compares to 89 cents 
earned per share in 1973 with an 
average of 73,003,491 shares out¬ 
standing. 


Dividends 

Dividends paid to holders of common 
and preferred shares totaled $43,494,001 
during 1974. This represents an 
increase of 10% over 1973 and 
amounts to 60% of Company profits 
for the year. The quarterly dividends 
paid are shown for the years 1974 and 
1973 in the table below. 


Dividends Paid 

Per Common Share 


1974 

1973 

First Quarter 

$.14 

$.135 

Second Quarter 

.15 

.135 

Third Quarter 

.15 

.135 

Fourth Quarter 

.15 

.135 


Capital Additions 

Investment in new plant and equip¬ 
ment increased sharply during 1974. 
Expenditures were 66% above 1973, 
which was the previous record capital 
expenditure year for the Company. In 
total, $58,528,486 was invested in 
fixed assets during 1974. Capital 
outlays during 1975 are expected to 
approximate 1974 levels. 

The substantial capital expenditures 
of the Company are required to 


provide facilities to meet growing 
demand in a number of product and 
geographic areas. Rapidly increasing 
costs of new construction and equip¬ 
ment have further added to the 
amounts expended. 


Taxes 

A five-year record of United States 
federal, foreign, and state and local 
income taxes is shown in the adjoining 
table. In 1974, provision for these 
income taxes amounted to $67,100,000, 
which is equal to 48% of pretax 
earnings. 

Not included in these totals are 
other federal, state and local taxes not 
based on income. Combining these 
obligations with income tax provisions 
amounts to $81,253,000, which is 13% 
greater than the Company's net 
income for the year. 


Common Stock Prices 
Kellogg Company common stock is 
listed and principally traded on the 
New York Stock Exchange. The 
adjoining table sets forth the high and 
low sales price for each quarterly 
period for the years 1974 and 1973. 
The data shown are as reported by the 
New York Stock Exchange. 
















Income Taxes 


Dollars in Thousands 

1974 

1973 

1972 

1971 

1970 

United States Federal 






Current 

$45,900 

$45,900 

$36,100 

$39,500 

$35,700 

Net deferred 

2,200 

(500) 

800 

(340) 

(600) 

Foreign 






Current 

9,600 

9,700 

12,300 

13,100 

13,500 

Net deferred 

4,300 

2,500 

2,000 

1,240 

600 

State and Local 






Current 

5,000 

5,500 

6,200 

3,200 

2,700 

Net deferred 

100 


— 

— 

— 

Total 

$67,100 

$63,100 

$57,400 

$56,700 

$51,900 


Common Stock 
Prices 


1974 1973 


High 

First Quarter 18-1/4 

Second Quarter 17-5/8 

Third Quarter 14-7/8 

Fourth Quarter 15-1/4 


•Adjusted for 100% stock distribution April 1973 


Low 

High 

Low 

15-1/8 

16-5/16* 

13-7/8 

14-1/4 

17-5/8 

13 

10-1/4 

15-1/2 

13-1/2 

11-1/2 

15-3/4 

14 



























KELLOGG COMPANY AND SUBSIDIARY COMPANIES 


Consolidated Statements of Earnings 


1974 


Net Sales . $1,009,818,341 

Interest and Other Income.. 10,828,582 

1,020,646,923 


Costs and Expenses: 

Cost of goods sold. 701,471,340 

Selling, general and administrative expenses . 175,788,862 

Interest expense . 4,255,565 

881,515,767 

Earnings before Income Taxes . 139,131,156 


Estimated Income Taxes: 

United States Federal — 

Current . 45,900,000 

Net deferred . 2,200,000 

Foreign — 

Current . 9,600,000 

Net deferred . 4,300,000 

State and Local — 

Current . 5,000,000 

Net deferred . 100,000 

67,100,000 

Net Earnings for the Year $ 72,031,156 


Earnings Per Common Share . $ .98 


1973 


$828,408,328 

7,098,727 

835,507,055 


539,586,878 
164,385,543 
3,387,650 
707,360,071 
128,146,984 


45,900,000 

(500,000) 

9,700,000 

2,500,000 

5,500,000 


63,100,000 
$ 65,046,984 

$ .89 


See accompanying notes to financial statements 






































KELLOGG COMPANY AND SUBSIDIARY COMPANIES 


Consolidated 'Balance Sheets at TDecember 31 


1974 


CURRENT ASSETS: 

Cash, including certificates of deposit 

of $15,323,487 in 1974 and $55,084,873 in 1973 . $ 17,760,869 

United States Government Securities at cost (approximate market). 11,000,724 

Accounts Receivable, less allowances of 

$633,000 in 1974 and $550,000 in 1973 . 62,002,135 

Inventories: 

Raw Materials and Supplies . 84,150,876 

Finished Goods and Materials in Process. 51,795,864 

Prepaid Taxes and Other Expenses. 15,479,270 

Total Current Assets . $242,189,738 

PROPERTY, PLANT AND EQUIPMENT 247,161,745 

OTHER ASSETS: 

Excess of Cost Over Net Assets of Companies Acquired. 19,021,299 

Other Investments . 1,144,926 

Patents, Trade-Marks and Goodwill . 1 

Total Assets . $509,517,709 


CURRENT LIABILITIES: 

Accounts Payable. . $ 42,116,557 

Loans Payable . 26,594,638 

Accrued Salaries and Wages . 5,166,443 

Estimated Income Taxes. 14,358,330 

Other Current Liabilities . 35,844,089 

Total Current Liabilities . $124,080,057 

LONG-TERM LOANS $ 10,315,920 

DEFERRED INCOME TAXES $ 22,091,927 

SHAREHOLDERS' EQUITY: 

3Vz% Cumulative Preferred Stock, $100 Par Value — 

Authorized and issued 81,763 shares, less 58,241 shares 

in treasury (85,513 less 61,526 in 1973). $ 2,352,200 

Common Stock, $.50 Par Value — 

Authorized 80,000,000 shares; issued 73,592,074 

shares in 1974 and 73,105,631 shares in 1973 . 36,796,037 

Capital in Excess of Par Value. 19,770,631 

Retained Earnings. 294,110,937 

Total Shareholders' Equity. $ 353,029,805 

Total Liabilities and Shareholders' Equity . $ 509,517,709 


1973 


$ 66,329,947 
4,500,417 

49,846,514 

61,729,949 

40,320,150 

14,823,959 

$237,550,936 

208,478,920 


19,023,385 
1,954,109 
_1 

$467,007,351 


$ 37,023,569 
23,258,708 
4,271,631 
22,104,476 
33,585,080 
$120,243,464 

$ 9,041,254 

$ 18,278,401 


$ 2,398,700 


36,552,816 

14,918,934 

265,573,782 

$319,444,232 

$467,007,351 


See accompanying notes to financial statements 

















































KELLOGG COMPANY AND SUBSIDIARY COMPANIES 

Consolidated Statements of Changes in financial Position 


FINANCIAL RESOURCES WERE PROVIDED BY: 

Net Earnings for the Year . 

Depreciation . 

Non-Current Deferred Income Taxes . 

Working Capital Provided by Operations . 

Sale of Properties and Other Net Changes. 

Increase in Long-Term Loans . 

Issue of Common Stock. 

FINANCIAL RESOURCES WERE USED FOR: 

Additions to Properties . 

Cash Dividends . .... 

Reduction in Long-Term Loans . 

Purchase of Preferred Stock for Treasury. 

INCREASE IN WORKING CAPITAL 

ANALYSIS OF CHANGES IN WORKING CAPITAL 
INCREASE (DECREASE) IN CURRENT ASSETS: 

Cash. 

United States Government Securities . 

Accounts Receivable . 

Inventories. 

Prepaid Taxes and Other Expenses . 

(INCREASE) DECREASE IN CURRENT LIABILITIES: 

Accounts Payable. 

Loans Payable. 

Accrued Salaries and Wages. 

Estimated Income Taxes . 

Other Current Liabilities. 

INCREASE IN WORKING CAPITAL 



1974 


1973 

$ 

72,031,156 

$ 

65,046,984 


17,313,913 


16,228,374 


3,813,526 


2,245,432 

$ 

93,158,595 

$ 

83,520,790 


3,577,726 


2,093,841 


3,221,618 


669,573 


4,839,602 


2,389,193 

$104,797,541 

$ 

88,673,397 

$ 

58,528,486 

$ 

35,312,286 


43,494,001 


39,509,217 


1,946,952 


814,539 


25,893 


21,526 

$103,995,332 

$ 

75,657,568 

$ 

802,209 

$ 

13,015,829 


$ 

(48,569,078) 

$ 

10,292,733 


6,500,307 


1,851,855 


12,155,621 


7,729,592 


33,896,641 


25,922,722 


655,311 


2,258,057 

$ 

4,638,802 

$ 

48,054,959 

$ 

(5,092,988) 

$ 

(5,502,479) 


(3,335,930) 


(13,503,230) 


(894,812) 


403,369 


7,746,146 


(6,893,378) 


(2,259,009) 


(9,543,412) 

$ 

(3,836,593) 

$ 

(35,039,130) 

$ 

802,209 

$ 

13,015,829 


See accompanying notes to financial statements 





















































KELLOGG COMPANY AND SUBSIDIARY COMPANIES 

Consolidated Statements of Shareholders Equity 

Capital in 

Preferred Common Excess of Retained 

Stock Stock Par Value Earnings 


Balance, January 1, 1973 . 

_ $2,431,700 

$18,216,404 

$12,614,338 

$258,276,356 

Net earnings for the year 1973 . 

Dividends declared: 

Preferred Stock — $3.50 a share . 

Common Stock — $.54 a share . 

Stock options exercised . 


96,071 

2,293,122 

65,046,984 

(84,497) 

(39,424,720) 

Preferred stock purchased for treasury . 

Par value of 36,480,681 common shares 

issued as a 100% stock distribution. 

_ (33,000) 

18,240,341 

11,474 

(18,240,341) 

Balance, December 31,1973 . 

_ $2,398,700 

$36,552,816 

$14,918,934 

$265,573,782 

Net earnings for the year 1974 . 

Dividends declared: 

Preferred Stock — $3.50 a share. 

Common Stock — $.59 a share . 

Stock options exercised . 


243,221 

4,596,381 

72,031,156 

(83,264) 

(43,410,737) 

Tax benefit arising from disqualifying 
dispositions of stock issued under 

qualified stock option plans . 

Preferred stock purchased for treasury . 

Balance, December 31,1974 

(46,500) 

$2,352,200 

$36,796,037 

234,709 

20,607 

$19,770,631 

$294,110,937 


See accompanying notes to financial statements 


Report of Independent Accountants 

To the Shareholders and 
Board of Directors of 
Kellogg Company 


n 

[rice. 

V 

l r aterhouse &Ca 


In our opinion, the accompanying 
consolidated balance sheets and the 
related consolidated statements of 
earnings, shareholders' equity and 
of changes in financial position 
present fairly the financial position 
of Kellogg Company and its 
subsidiaries at December 31, 1974 
and 1973, the results of their 
operations and the changes in 


financial position for the years then 
ended, in conformity with generally 
accepted accounting principles 
consistently applied. Our 
examinations of these statements 
were made in accordance with 
generally accepted auditing 
standards and accordingly included 
such tests of the accounting records 
and such other auditing procedures 


as we considered necessary in the 
circumstances. 


Battle Creek, Michigan 
February 11, 1975 








































KELLOGG COMPANY AND SUBSIDIARY COMPANIES 


'Notes to Tinancial ^Statements / 1974 and 1973 


NOTE 1 — Summary of Accounting Policies: 

CONSOLIDATION 

The consolidated financial statements include 
the accounts of Kellogg Company and its 
wholly-owned subsidiaries. Significant inter¬ 
company transactions have been eliminated in 
consolidation. 

FOREIGN CURRENCY TRANSLATION 

Assets and liabilities of foreign operations are 
translated at year-end rates of exchange, except 
that property, plant and equipment (and 
related depreciation) are translated at rates 
prevailing at dates of acquisition. Income and 
expenses, except depreciation, are translated at 
monthly average exchange rates prevailing 
during the year. Net gains and losses from 
translations are included in income for the 
years and are not significant. 

INVENTORIES 

Inventories are valued at the lower of cost 
(principally average) or market. 

PROPERTY, PLANT AND EQUIPMENT 

Fixed assets are stated at cost. The cost of 
depreciable property, plant and equipment is 
depreciated over estimated useful lives using 
straight-line methods at rates averaging about 
2.6% for buildings and 6.4% for machinery and 
equipment. Expenditures for maintenance and 
repairs are charged against income; renewals 
and betterments are capitalized. The cost and 
related accumulated depreciation of properties 
sold or otherwise retired are eliminated from 
the accounts and gains or losses on disposition 
are reflected in income. 

INTANGIBLE ASSETS 

The excess of cost over net assets of companies 
acquired, which arose prior to November 1, 
1970, is not expected to be amortized until such 
time as there may be evidence of a diminution 
in value. 

INCOME TAXES 

Income taxes have been provided for 
differences between depreciation, other 
expenses and income as recorded for financial 


statement and for tax reporting purposes. 
Investment tax credits, which amounted to 
$630,000 in 1974 and $850,000 in 1973, have 
been used to reduce current income tax 
provisions. 

It has been the practice and is the intention 
of the Company to reinvest indefinitely such 
earnings of foreign subsidiaries as may be 
required in the growth of the businesses outside 
the United States. Accordingly, United States 
income taxes have not been provided on the 
unremitted current and prior years' earnings of 
these subsidiaries. The cumulative amount of 
undistributed earnings at December 31,1974 
was approximately $80,000,000. 

RESEARCH AND DEVELOPMENT 

Research and development expenditures 
applicable to development and improvement of 
new products, production processes and 
packaging are expensed in the year incurred. 


RETIREMENT PLANS 

The Company and its subsidiaries have 
established various profit-sharing, savings, 
and pension plans to provide retirement 
benefits for officers and employees. Expense to 
the Company and its subsidiaries (and amount 
funded) under these plans was approximately 
$15,600,000 in 1974 and $14,800,000 in 1973. 
The Company's policy is to fund pension costs 
accrued. Unfunded vested benefits and prior 
service costs are not significant. 

EARNINGS AND DIVIDENDS PER 
COMMON SHARE 

Earnings per common share are computed by 
dividing net earnings by the monthly weighted 
average number of shares outstanding, after 
deducting preferred stock dividends. 


NOTE 2 — Operations Outside North America: 

The consolidated financial statements include 
the following amounts applicable to operations 
outside North America: 


Assets 
Liabilities 
Net sales 
Net earnings 


1974 

$132,082,000 

61,073,000 

251,737,000 

6,522,000 


1973 

$109,627,000 

54,195,000 

201,275,000 

7,885,000 



NOTE 3 — Property, Plant and Equipment: 


Land 

Buildings 
Machinery and 
equipment 
Construction 
in progress 

1974 

$ 11,996,812 
105,583,829 

237,340,797 

41,571,069 

1973 

$ 10,521,903 
97,463,475 

220,851,084 

18,900,697 


396,492,507 

347,737,159 

Less- 

Accumulated 

depreciation: 

Buildings 

31,384,417 

29,487,024 

Machinery 

and 

equipment 

117,946,345 

109,771,215 


149,330,762 

139,258,239 

$247,161,745 

$208,478,920 


Depreciation expense amounted to $2,688,943 
in 1974 for buildings and $14,624,970 for 
machinery and equipment. Corresponding 
amounts for 1973 were $2,292,647 and 
$13,935,727, respectively. 

NOTE 4 — Loans Payable: 

Loans at December 31,1974 are payable in 
installments from 1975 to 1982 at interest rates 
from 3Vi% to 14V2%. Loans of approximately 
$3,500,000 in 1974 and $4,825,000 in 1973 are 
secured by property, plant and equipment. 
Loan maturities are listed below in thousands 
of dollars: 


Short term 

Foreign 

Domestic 

Total 

bank loans 

$22,669 

$3,525 

$26,194 

1975 

401 


401 

1976 

1,466 


1,466 

1977 

3,099 


3,099 

1978 

3,769 


3,769 

1979 

1,348 


1,348 

Thereafter 

634 


634 


$33,386 

$3,525 

$36,911 


NOTE 5 — Preferred Stock: 

The Company may redeem its outstanding 
preferred shares at a price of $101.50 currently 
($100 after 1985). Each year the Company 
must offer to purchase 3,750 shares of 
preferred stock at a current maximum price of 
$100.50 ($100 after 1975), or apply previously 
acquired shares (58,241 shares in treasury at 
December 31,1974) against this requirement. 


NOTE 6 — Stock Options: 

At December 31, 1974, 251,150 shares of 
common stock were available for granting of 
options under stock option plans; 361,678 
shares were under option at prices from $10.66 
to $16.00 a share, of which 189,028 were 
exercisable. Shares under the various options 
are exercisable over four years, beginning one 
year from date of grant. Options granted are at 
market value of common stock at date of grant. 

The following table sets forth certain other 
information: 


Options granted 
(shares) 

1974 

59,650 

1973 

Price per share 

$16.00 

— 

Options 

exercised 

(shares) 

486,443 

240,017 

Average 

exercise price 

$9.95 

$ 9.95 

Options 

cancelled 

(shares) 

42,630 

2,600 


NOTE 7 — Federal Trade Commission 
Proceeding: 

In 1972 the Federal Trade Commission 
commenced a proceeding against Kellogg 
Company and three other cereal manufacturers 
charging that these companies have maintained 
a "highly concentrated, non-competitive 
market structure in the production and sale of 
(ready-to-eat) cereal" in violation of the 
Federal Trade Commission Act. The complaint 
seeks such relief as is supported by an 
adjudicative record, including but not limited 
to divestiture of assets, licensing of trademarks, 
prohibition of future acquisition of 
competitors, prohibition of any practices found 
to be anti-competitive, and periodic review of 
the provisions of any order that may be 
entered. It is the position of Kellogg Company 
that it has not violated the Act and the 
Company, therefore, has contested the charges. 












Ten Year Tinancial Review 


NET SALES 

% Increase over previous year 
COST OF GOODS SOLD 
INTEREST EXPENSE 
EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 
NET EARNINGS 

% Increase over previous year 
CASH DIVIDENDS: 

On 3Vi% Preferred Stock 
On Common Stock 

INCREASE IN RETAINED EARNINGS 
DEPRECIATION 

NET EARNINGS per Share on Common Stock* 
CASH DIVIDENDS per Share on Common Stock* 
CURRENT ASSETS 
CURRENT LIABILITIES 
WORKING CAPITAL 

PROPERTY, PLANT AND EQUIPMENT (net) 
TOTAL ASSETS 
ADDITIONS TO PROPERTIES 
COMMON SHAREHOLDERS' EQUITY 
NUMBER OF COMMON SHAREHOLDERS 


* Adjusted to give effect to 100% stock distribution 
in April 1973 and August 1970. 


1973 


$1,009,818 


$828,408 


701,471 


4,256 


139,131 


67,100 


72,031 


18% 
539,587 
3,388 
128,147 
63,100 
65,047 
7% 


43,411 




28,537 


17,314 


242,190 


124,080 

118,110 


247,162 


509,518 


58,528 


353,030 


17,714 


84 
39,425 
7,297 
16,228 
.89 
.54 
237,551 
120,244 
117,307 
208,479 
467,007 
35,312 
317,046 
17,389 




1972 


$699,221 

3% 

436,482 

1,499 

117,913 

57,400 

60,513 

10 % 


86 

37,862 

22,566 

14,191 

.83 

.52 

189,496 

85,204 

104,292 

191,802 

401,962 

29,111 

289,107 

16,398 


For Management's discussion a 









1971 

1970 

1969 

1968 

Dollars in Thousands (Except per share figures) 

1967 1966 1965 

$ 677,051 

$614,412 

$566,339 

$486,807 

461,689 

$442,560 

$392,857 

10% 

8% 

16% 

5% 

4% 

13% 

10% 

419,963 

374,817 

342,521 

290,102 

277,707 

271,044 

238,794 

1,459 

2,188 

1,490 

974 

1,099 

1,035 

864 

111,752 

101,490 

95,770 

92,635 

81,271 

75,084 

66,132 

56,700 

51,900 

50,600 

49,600 

39,800 

36,000 

30,300 

55,052 

49,590 

45,170 

43,035 

41,471 

39,084 

35,832 

11% 

10% 

5% 

4% 

6% 

9% 

8% 

86 

89 

92 

94 

98 

100 

103 

36,340 

32,526 

29,058 

27,236 

23,588 

21,784 

19,954 

18,626 

7,903 

16,020 

15,705 

17,785 

17,200 

15,775 

15,236 

13,600 

12,904 

11,579 

11,027 

11,114 

9,467 

.76 

.68 

.62 

.59 

.57 

.54 

.50 

.50 

.45 

.40 

.38 

.33 

.30 

.28 

176,497 

158,846 

150,469 

162,348 

139,427 

126,394 

111,005 

90,066 

79,007 

78,218 

69,874 

60,732 

60,880 

56,540 

86,431 

79,839 

72,251 

92,474 

78,695 

65,514 

54,465 

180,572 

168,673 

158,739 

132,842 

127,499 

116,354 

107,820 

378,282 

347,135 

331,085 

297,308 

268,050 

243,358 

218,866 

33,738 

26,356 

24,624 

18,797 

17,277 

22,962 

19,823 

265,400 

245,347 

228,079 

211,842 

194,450 

175,507 

159,328 

17,343 

15,523 

14,604 

13,858 

12,880 

12,257 

11,192 


/sis of the summary of operations and other related information, please refer to the sections of this Report entitled "To Our Shareholders ", "1974 Operations " and "Financial Review". 
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